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Notes of the Month 


4n International Coal and Steel Authority: the Schuman Proposal 

THE first response to the offer of Marshall aid in 1947 was the 
Report of the Committee of European Economic Co-operation, 
which outlined the joint programme for which Mr Marshall 
asked. The Report did not go very far towards constructing 
plans for co-operation, but the steel industry was one of its 
principal topics, and as ‘the building of new iron and steel-making 
capacity is a major operation’, there was to be ‘interchange of 
information by the steel-producing countries about their pro- 
grammes of modernization and extension, so that each country, in 
developing its programme, may take account of the plans made by 
the others’. 

American opinion, ever since, has laid stress on the need for 
economic co-operation, or indeed for economic ‘integration’ in 
Western Europe, and the nations participating in Marshall aid 
have made efforts in several directions towards promoting that end. 
Some disappointment was felt when the Economic Commission 
for Europe produced a Report on European Steel Trends in 
December 1949, which estimated that by 1953 the aggregate 
capacity of the European steel industries would exceed the prob- 
ible demand, export as well as home, by some 8,000,000 tons a 
year. The estimates of demand were, no doubt, very conjectural, 

t it was only too evident that countries receiving Marshall aid 

d not, in this case, been guided by any co-operative calculation 

ll. A move towards co-operation among the steel industries 
seemed to be overdue. 

And the question came up in another connection. The great 
German armament industries have been suppressed, and it was at 

rst proposed to curtail Germany’s war potential by imposing a 

ery low limit on her steel output. When it was seen that a paralys- 
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ing restriction would thereby be put upon the multifarious steel- 
using industries of Europe, which are essential to reconstruction, 
the limit was extended, and in April 1949 an International 
Authority was set up to regulate the distribution of the coal, coke, 
and steel produced by the Ruhr district as between export to 
‘countries co-operating in the common economic good’, and ‘the 
essential needs of Germany’. 

The aspiration of a Western European Union to include 
Germany has appealed to many, especially in France, as offering 
the best hope of appeasing once and for all the feud which has 
divided France and Germany since 1870. An international con- 
trol imposed from outside on the German coal and steel industries 
is in conflict with this aspiration, and can best be reconciled with it 
if the Ruhr Authority is merged in a wider authority regulating 
those industries in the other countries concerned. 

On 9 May M. Schuman surprised the world with a proposal for 
putting under a common authority the coal and steel industries of 
France and Germany, and of whatever other countries would be 
willing to join with them. The mission of the common authority 
would be to press forward the modernization and improvement of 
these industries, to ensure the supply of their products on identical 
terms to all the participating countries, to develop a joint export 
trade to outside countries, and to level up the standard of living of 
those employed in the industries. There would be a plan for 
nationalizing the industries and for providing the requisite funds 

As between the participating countries, coal and steel would be 
free of all customs duties, and would not be subject to differential 
transport charges. The principles of the scheme would be em- 
bodied in a treaty negotiated by Governments and ratified by 
Parliaments, and there would be an independent arbitrator to see 
that the measures taken to put the scheme into operation conform 
to the principles. The authority to be appointed would be con- 
posed of independent persons chosen by the participating Govern- 
ments, with a chairman agreed upon by the Governments. 

It is hardly necessary to point out that so far-reaching a pro- 
posal will encounter many difficulties. How is an authority of 
‘independent’ persons to be constituted to which Great Britain 
would be willing to surrender control of its coal industry? Are 
countries which produce little or no coal or steel to be admitted? 
Is the exception involved to most-favoured-nation treatment to be 
allowed? 
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M. Schuman claims that war between France and Germany 
(or presumably between any two of the participating countries) 
would become impossible. Does he mean that for the purpose of 
armaments the participating countries will become a single power? 
If so, the proposal is not merely for industrial rationalization; it is 
for political federation. 


The Economic Position of Spain 


RETURNING to Spain after an interval of two years, one finds 
that there has been little fundamental change in the situation, 
although many of the old problems present themselves in more 
acute form. For instance, the striking gap between wages and prices 
has increased still further, for in a country where strikes are illegal, 
wage increases have been few, steel workers, bank clerks, and rail- 
way employees being among the fortunate exceptions. Meanwhile 
the cost of living has increased inexorably. For example, railway 
passenger fares have recently risen by 40 per cent, freight charges 
by 60 per cent, and there has been an increase of about 50 per cent 
in the price of steel products. Although the black market prices 
in Madrid of some staple items of diet such as bread and rice do 
not show an increase over those of April 1948, others, such as olive 
oil, have risen, and this rise is reflected in the increase in hotel 
charges. ‘The Government has recently experimented in decon- 
trolling potatoes with the result that they have fallen in price. The 
success of this measure may herald similar steps with other com- 
modities. 

Despite some talk of reductions in the Army, expenditure on all 
three Services and on the Ministry of the Interior, which controls 
the various branches of Police, has in fact risen. In 1948 it was 
49 per cent of the total Budget, while for the current year it has 
risen to §5 per cent. (Agriculture, which is Spain’s most important 
industry, was allotted only 1 per cent.) Again, instead of concen- 
trating on the building of low rent flats, of which the shortage 
seems even worse in Madrid than in London, the vast majority of 

ilding effort is at present spent on palatial Government offices, 

mpressive public buildings, and luxury flats. With the steadily 
increasing population, which has risen by about 11.5 per cent 
since 1940, this problem is bound to grow worse unless adequate 
measures are taken. 

Fertilizers, so essential to Spain’s agriculture, are still desper- 

itely short. In the province of Valencia, one can see large areas of 
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orange trees left to perish from blight which has attacked the trees 
because of lack of proper nourishment. Valencian farmers will 
send lorries full of scarce locally-grown rice as far as the central 
provinces in order to secure fertilizers on a barter basis from the 
farmers there. Plans are on foot for the home manufacture of 
nitrogenous fertilizers in which it is hoped to make Spain self- 
supporting in about six years’ time. Meanwhile, sulphate of 
ammonia is in shortest supply. 

Although the whole transport system, including roads, perman- 
ent way, and rolling stock is still in as much need of re-equipment 
as ever, there are many new lorries to be seen of British, American, 
and Spanish manufacture. Moreover, owing to the gradually 
improving world supply, there has been a steady trickle of imports 
of rolling-stock; although quite inadequate, it is at least a begin- 
ning. Industry is still crippled by lack of raw materials (particu- 
larly steel) and machinery, and also by shortage of power. Al- 
though there may be temporary improvements in the power 
situation, which is dependent on the state of Spain’s rivers, the 
extent of de-afforestation and soil erosion is such that there seems 
little reason why the series of droughts that have visited the 
country in recent years should be checked, unless adequate 
measures of re-afforestation are taken. These droughts have also 
had a serious effect on agricultural productions. Private industry 
has further to contend with the grasping tentacles of the Govern- 
ment-sponsored Instituto Nacional de Industria. Originally 
planned to provide Government capital in undertakings of national 
importance, it has considerably extended its activities and is in a 
position to help itself to the lion’s share of raw materials and 
equipment, to the detriment of private industry. Its latest projects 
include the fertilizer plant already mentioned, a steel works in 
Asturias, and an oil refinery in Cartagena. 

Spain has had no extensive foreign help, as we have had, to 
assist her recovery from a crippling civil war. This fact and the 
extent of her yearly spending on unproductive items makes the 
survival of her economy seem little short of a miracle. An indica- 
tion of the present unsound position of Spain’s economy is the 
over-valued peseta. The official tourist rate of exchange is 2 
present 70 pesetas to the pound sterling, but in Tangier the pound 
at the end of May was fetching 150 pesetas on the black market. 
But such are her powers of endurance that there is little doubt that 
she could continue on a siege basis indefinitely. Yet Spain ur- 
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gently needs a large United States loan of about $1,500 million. 
The climate of opinion in the United States has been slowly 
moving in Franco’s favour, and Spain has already received several 
small loans from private United States banks but was obliged to 
offer gold as security. Her gold reserves have now dwindled to 
little over $40 million and she has therefore no gold security to 
offer against a large loan. It is often said that Stalin is Franco’s 
best friend and Spain’s strategic importance is at present her 
greatest asset. Although burnt fingers in China have made the 
Americans cautious, it appears that if Franco were prepared to 
accept United States conditions, a substantial loan would be made 
available in some form. The minimum economic conditions 
imposed by the United States would probably be supervision of the 
spending and repayment of the loan, abandonment of the chaotic 
differential peseta rate, decentralization, and less State interfer- 
ence in industry. Although Franco is an obstinate man, there have 
recently been signs of slight yielding. At the beginning of May 
the Minister of Industry welcomed investment of foreign capital, 
hitherto limited to 25 per cent, and the employment of foreign 
technicians, and he gave a promise, hedged with qualifications, 
that transfer of dividends and capital repayment would be allowed 
in the currency of origin. Meanwhile, Spain has approached the 
Export-Import Bank for loans amounting to $50 million for various 
specific projects. This piecemeal method of approach would not 
ye necessary were Franco willing to accept conditions for a larger 
loan. He is now more secure than ever, active opposition to him 
having to all intents and purposes ceased to exist, and could well 
afford to make concessions. Although a large proportion. of any 
United States loan would probably find its way to the pockets of 
those who have already enriched themselves under the regime, the 
Spanish people as a whole would be bound to benefit as well. The 
lire poverty to be seen in Spain today could therefore be allevi- 
ited were Franco willing to accept the conditions of a United 
States loan. 


‘he Union of Arab Palestine and Fordan 


SINCE the French Revolution, and especially since 1914, 
western secularism has operated in the Middle East, dismissing 
the crumbling institutions which it found there as valueless. The 
resulting confusion now exacts its penalties. 

The union of what remains of Arab Palestine with the Kingdom 
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of the Jordan was unanimously approved on 24 April by the 
Jordan Assembly newly elected from both those territories, in 
defiance of the Arab League. On the 27th the British Government 
announced their recognition of this act, and at the same time their 
de jure recognition of the State of Israel. There were three qualifi- 
cations: 

1. The recognition applied to the present Israel-Jordan armist- 
ice, or to any modification to which those two States might 
subsequently agree. 

. As the status of Jerusalem was still under consideration by 
the U.N. Britain recognized only the de facto authority of 
Israel and Jordan in those areas of the Holy City respectively 
occupied by them. 

. The British Government regarded the Anglo-Jordan Treaty 
of Alliance (i.e., its mutual security provisions) as applicable 
to all the territory included in the new union, but had no 
intention of requesting the establishment of military bases in 
peace-time in the remnant of Arab Palestine. 

Confronted by this fait accompli, the Arab League continued to 
descend its spiral of nihilism. In a regrettably ‘hectoring’ speech 
Nahhas Pasha moved the expulsion of Jordan and had the auto- 
matic support of the anti-Hashimi faction—Saudi Arabia, Syria, 
and Lebanon. But the resolution failed to secure the necessary 
unanimity, since Iraq and the Yemen called for an adjournment 
for not more than a month. Meanwhile, United States and British 
efforts to effect a détente between the League and Israel have 
caused Azzam Pasha and others to denounce the ‘unholy’ alliance 
of the West. with the ‘dark forces of reaction’; and the Syrian 
Minister of National Economy (engaged simultaneously in an 
economic war with Lebanon) has ‘confirmed’ that negotiations are 
well advanced for a Syrian economic agreement and friendship 
pact with the U.S.S.R., and that a Soviet arms-offer is ‘eager! 
welcomed’. The Middle East ‘experts’ are no doubt busy assessing 
whether the bluff-and-bluster content of these statements 1s 
higher or lower than the usual 75 per cent. 

The Zionist Review has dismissed Britain’s de jure recognition 
of Israel as ‘whimsical’ and ‘casual’, since the extension of the 
Anglo-Jordan Alliance to the remnant of Arab Palestine is a check 
to Israel’s barely-concealed appetite for additional territory. Hence 
the Israel Foreign Ministry received with ‘marked coldness’ Mr 
Churchill’s suggestion that Britain should seek to bring together 
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King Abdullah and President Weizmann, and stated that it would 
not negotiate in the presence of a third party. It further complained 
that British arms-supplies to the Arab States were ‘enough to 
upset the balance of power’, to which the British Foreign Office 
replied that the complaint was ‘exaggerated, and in some cases 
grossly exaggerated’. The Times Tel Aviv correspondent has com- 
mented: ‘Israel desperately needs peace in the Near East, but on its 
own terms. . . In Israeli eyes Britain is still an enemy.’ Meanwhile, 
faced with an economic problem ‘sufficiently overwhelming to 
terrify most finance ministers’, Premier Ben Gurion’s attempts to 
broaden the basis of his Government, both on the Left (Mapam) 
and the Right Centre (General Zionists), have broken down. 


The Turkish General Election 


Tue Turkish Republic arose phoenix-like from the ashes of the 
Ottoman Empire through the energies of that remarkable man 
Mustafa Kemal Atatiirk and his devoted collaborators. Their plans 
for the rapid transformation of a decayed multi-national feudal 
monarchy, whose economy was largely controlled by non- 
Turkish entrepreneurs, into a national secular republic with an 
indigenous industrialized economy, could probably not have 
begun to be realized except under a totalitarian regime. 
Nevertheless, Atatiirk saw the advantages of the parliamentary 
system. He once tried to implant an Opposition to his People’s 
Party into the National Assembly in order to promote freer dis- 
cussion; but the artificial experiment came too soon for a people 
with a confirmed tendency to military discipline and obedience. 
The passage of time has made the disadvantages of an unchanging 
one-party government ever more apparent, and the economic 
stresses of the Second World War particularly revealed the 
rigidity and inefficiency of the State monopolies created by the 
early Republic as the only immediate alternative to the foreign 
enterprises which Atatiirk had expropriated. A new generation 
eager for constitutional advances was growing up, and at the end of 
1945, as the Government relaxed their war-time security controls, 
anew Democratic Party broke away from the People’s Party with a 
programme of greater individual initiative, especially in the 
economic sphere. A general election was held in 1946: but although 
the Democrats’ foreign policy was no less patriotic than that of the 
Government, the latter, harassed by the war of nerves which the 
U.S.S.R. was waging from the Balkans to the borders of India, 
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decided that this was no time to risk a change. They exerted their 
powerful influence through the local officials to ensure an easy 
electoral victory, conceding the frustrated Opposition only 13 
per cent of the seats, so that they were reduced to boycott tactics, 

Meanwhile, the continued pressure of the Opposition for genu- 
inely representative institutions coincided with the growth of 
American influence arising out of the granting of “Truman Aid’ 
in 1947. The Americans have found uncongenial both the non- 
representative character of the Government and its heavy hand 
upon the national economy. Hence, while the passing of a fairer 
electoral law undoubtedly reflected Atatiirk’s policy, it may have 
been hastened by the presence of the Americans. The elections 
held under that law on 14 May have resulted in a landslide to the 
Democrats, who secured 88 per cent of the seats. 

Thus a dictatorship has been gradually and peacefully liber- 
alized, and the people have emphatically voted for the end of a 
twenty-seven-year-old regime. The example may have some 
eventual effect in neighbouring countries, which have either 
discipline without freedom, or freedom without discipline, or 
neither. No marked change in Turkey’s external relations is to be 
expected. Internally, while the permanent effect of the change is 


likely to be healthy, the inexperience of the Democrats, coupled 
with the likelihood of a bureaucratic purge, may cause some 
temporary unsettlement in an economic situation which is already 
causing anxiety. The prospects will be studied at greater length in 
a forthcoming issue. 
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The Chinese Revolution 


‘New Democracy’ and Imperial Tradition 


WeSTERN Europeans, living at a great distance from the scene, 
find it difficult to assess the significance of the recent revolution in 
China. Either it, is accepted as a vast expansion of Russian authority, 
China being regarded as no less a satellite State than Rumania, or it 
is held that the Chinese can never become Communists, and that 
beneath the surface manifestations of Communism there must 
continue the old inveterate traits of Chinese society as known in the 
past—-corruption, inefficiency and an easy-going tolerance. 

After living for a year in Peking, the Communist capital, it is 
possible to arrive at conclusions somewhat at variance with either 
of these judgments. While the evidences of close collaboration with 
Russia are patent and numerous, there are many distinctive 
characteristics which make the Chinese Communist revolution a 
new phenomenon. Its past history and present practice differ pro- 
foundly from the experience of Russia and the Eastern European 
States; on these analogies its future development cannot therefore 
be easily predicted. 


RUSSIAN AND CHINESE COMMUNISM COMPARED 


Examining the first view of the Chinese Revolution, one must 
first consider how far the course of events resembles that in 
Eastern Europe, and in what degree the Chinese Communists have 
made Russia their model. Unlike the revolutions in Russia and in 
post-war eastern Europe, the Chinese Communist movement had 
a long history of internal strife and civil war behind it when it at 
last attained supreme power in the State. Mao T'se-tung and his 
companions were not pitchforked into power overnight by a sudden 
political convulsion, or foisted into authority by the arrival of the 
Red Army. Peking was captured in February 1949 and the new 
Government formally established there in October of that year; but 

‘ twenty years the Chinese Communist Party had been an 
independent rebel movement, governing its own, at first restricted, 
territory and commanding its own armed forces. Mao and his 
‘ollowers came at last to power as experienced men well versed in 
politics and war, tempered by a long and hard struggle. This is in 
itself the first cardinal difference between China and Eastern 


turope; Mao T’se-tung has been Chairman of the Chinese Com- 
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munist Party as long, or longer, than Stalin has been at the head of 
the Russian State. 

Secondly, the Chinese Communist Party owed their ultimate 
success, and their survival through so many years of adversity, to 
their own skill and resource, not to direct Russian assistance. In 
the early period, when the movement was centred in the southern 
provinces, there was no means of communicating with Russia, for 
the Chinese Communists had no access to the sea, and the vast 
territories controlled by the Chinese Nationalist Government cut 
off any direct route by land. In those years Mao Tse-tung and Chu 
Teh, the Communist army commander, had to frame their policy 
and conduct their war without any guidance from the central Com- 
munist world authority, and in fact they adopted policies which 
had been often disapproved by the distant Russians, but which 
were well adapted to Chinese conditions. It is well-known that in 
1927 the first Chinese revolution miscarried from the Communist 
point of view by too close adherence to Russian advice. First they 
continued the alliance with the Nationalists, when that party, 
under the guidance of Chiang Kai-shek, was preparing to turn 
against the Communist wing, and later, when the rupture had 
already occurred, they vainly attempted to seize large cities, follow- 
ing the Marxist dogma that revolution should be based upon an 
industrial proletariat. 

It was only when these Russian-inspired policies had dis- 
astrously failed, that Mao Tse-tung and Chu Teh, fugitives in the 
mountains of Kiangsi, turned away from such ambitions, began 
to organize the peasants and to base their power on the simple 
needs of the rural population. By orthodox standards this was a 
heresy. Communism, the dictatorship of the proletariat, should 
look to the workers of the cities, not to the peasants, for its support 
and inspiration. But in China the industrial population was con- 
fined to a very few large cities on the coast or on the Yangtze; the 
smaller cities of the interior were pre-industrial, based on craft 
industries whose workers were far from having the aspirations, or 
suffering the oppressions, of the industrial workers of Marxist 
theory. The peasants, on the other hand, the prey to usurers and 
absentee landlords, were a vast reservoir of under-privileged 
humanity, hardy and enduring, and imbued with ancient tra- 
ditions of revolt against misgovernment. 

Using slogans such as ‘the land to the cultivator’, ‘abolish land- 
lords’, ‘reduce rents’, and the like, and practising a thorough, if 
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rough and ready, policy of land distribution, Mao and Chu had 
no difficulty in raising rebellion against the landlord-controlled 
Kuomintang, and in forming an army of peasants who repeatedly 
and disastrously repulsed the best formations of Chiang Kai- 
shek’s German-trained army. But their policy was not, at any point, 
Communist. This led to the widespread belief that, whatever they 
might call themselves, the Chinese Communists were really 
nothing but a land-reforming party of peasants whose plans 
envisaged no more than widespread, and necessary, reform of the 
land system and the inauguration of an economy of small pre- 
prietors. For this reason many Western writers sympathized 
openly with the Chinese Communists and saw in them the hope of 
China. For this reason, too, the idea long persisted that a reconcilia- 
tion with the left wing of the Nationalist Party should be possible, 
and that this policy offered the most desirable solution of the Civil 
War. 

It is only since the triumph of the Communist movement that 
the real reasons why this hope was illusory have become apparent. 
Mao Tse-tung and the inner core of the Party were indeed forced 
by circumstances, and their own accurate judgement of the pos- 
sible, to adopt, for many years, a purely agrarian policy of reform, 
and to lay their ultimate Communist policies aside. But the hard 
core of the Party was always made up of convinced, and in their 
own view, orthodox Communists. It is true that the origins of 
Chinese Communism spring more directly from the original source 
in Western Europe, than from the later Communist State of 
Russia. Chu Teh, after serving as an officer in the warlord armies of 
the early Republic, learned his Communism, not in Russia, which 
he did not visit, but in Germany. Chou En-lai became a Commun- 
ist in Paris. Here, not in Moscow, was the earliest cradle of the 
Chinese movement. Until he visited Russia after his triumph at 
the end of 1949, Mao ‘Tse-tung had never been out of China. 
\mong the lesser leaders, also, the majority in the early years were 
either without foreign experience or had been trained as students 
in Western Europe, where they learned Communism from French 


t German comrades. A very few were returned students from 
the United States. 


THE ROOTS OF CHINESE COMMUNISM 


| a very real sense, therefore, the Chinese Communist Party 
san orthodox Marxist movement, not merely an agrarian reform 
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party of peasants. It also ultimately derives from the two widely 
separate sources of Western Marxist philosophy and the Chinese 
tradition of revolt against bad government—a fact of very great 
importance. While it cannot be said that, without Marxism, the 
Chinese movement would have developed a parallel political and 
economic philosophy, it is probable that had there been no Russian 
Communist revolution, the ultimate and certain Chinese revolu- 
tion would have taken a Communist form, given the Marxist 
tendency it derived from Western European thought. Very few 
Chinese intellectuals can read Russian. Almost all the modern 
educated class can read English; many are familiar with French; 
it was from these sources that the Chinese Communists took their 
inspiration. 

The establishment of a Communist State in Russia naturally 
transferred the centre of Marxist orthodoxy from Western 
Europe to Moscow. It was certainly to Moscow that the Chinese 
Communists looked for advice and order when, in 1927, the first 
Revolution seemed to offer an immediate chance of seizing power. 
But the Chinese Communists were sadly disillusioned by the con- 
sequences of listening too attentively to the orders of Stalin at 
that time. Their movement was almost destroyed by his blunders. 
It was only painfully rebuilt on new foundations by Mao and Chu 
when they had been driven so far into the interior that they could 
no longer receive the mistaken advice which Moscow continued 
to give. 

Thereafter, during the long period of more than twenty years in 
which the Chinese Communist movement, with many vicissitudes, 
struggled first against Chiang Kai-shek and then against the 
Japanese invasion, Moscow and the Russian party line counted for 
very little. No aid in arms or advisers came from Russia. Stalin not 
only recognized, but supported, the reactionary Nationalist 
Government. As late as 1945, he could assure Harry Hopkins that 
he regarded Chiang’s Government as the legitimate Govern- 
ment of China and looked upon the Chinese Communists as 4 
party of agrarian rebels who had not the capacity to seize power or 
govern China. When the Russians invaded Manchuria at the end 
of the war with Japan, they carried off the industrial plant from the 
factories, and, when they withdrew, handed over the chief cities 
to the Kuomintang troops who were flown in to receive them. ‘The 
Chinese Communists, indeed, could not be prevented from in- 
filtrating the countryside, and thus came into possession of the 
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Japanese arms dumps which they found there. But had Russia 
really expected or intended that within a year or two Manchuria 
should become the great base for the Chinese Communist revo- 
lution, it would have been easy to delay evacuation until the 
Chinese Communists had gained complete control of the region. 
[t would have been easier still, and more practical, to hand over to 
them the Japanese industrial plants intact and in running order. 

There is thus clear evidence that, following the catastrophes of 
1927, the Chinese Communist Party had gone its own way, 
ignored, though not actually condemned by Russia, but still, as 
late as 1945, not regarded in Moscow as the likely candidate for 
power in China. The Chinese Communist Party won its war by its 
own efforts. In 1948 a new Communist State emerged which owed 
little to Russia, and which derived its Marxisin from Western 
Europe. ‘here is good reason to believe that this development was 
as unexpected, and in some ways almost as unwelcome, in Moscow 
as in Washington. 

This evidence of the lack of collaboration between the Rus- 
sian and Chinese Communist parties went far to strengthen 
the belief that Chinese Communism was in some way heretical, 
distinctively Chinese, and thus less dangerous than orthodox 
Communism. But this belief is really erroneous; the difference 
between Chinese and Russian Communism is primarily one of 
history and practice, not of theory or ideology. There are, indeed, 
clear traces of certain truly Chinese characteristics in the move- 
ment, but they in turn are not those which distinguished the 
decadent regime of the end of the Manchu dynasty, nor yet the 
corrupt opportunism of the pseudo-republic of the Kuomintang. 
if the origins of Chinese Marxism are in Western Europe, the 
origins of the Chinese elements in the political philosophy of the 
new regime come from older Chinese history; from the Imperial 


tradition in its full flower, not from the decadence of the Manchu 
lynasty. 


THE TITO OF ASIA? 


Since the Chinese Communists came to power the hope has been 
penly expressed in the West, particularly in the United States, 
that Mao 'T’se-tung would become the Tito of Asia. The bait has 
een offered almost openly. If Mao will act the Tito, the West will 
ot refuse economic aid. This possibility should be seriously 
examined. ‘l"here can be no doubt that such a development is pos- 
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sible, and if sufficient ineptitude were shown by Russia, it could 
very easily occur. Tito fell from Moscow’s grace because he pre- 
ferred to follow a policy which he believed to be in the true 
interests of Yugoslavia, and refused to obey Moscow in all mat- 
ters. It can be shown that Mao has already committed these grave 
sins. Since 1927, indeed, he has followed those policies which he 
rightly deemed best suited to the Chinese countryside, even when 
they were known to be at variance with Marxist dogma and Russian 
advice. 

In 1948, when the course of the Civil War was clearly reaching a 
crisis, the Chinese Communist Party deliberately rejected Russian 
advice on a major question of strategy. They were once more 
proved right. But the outcome of the Conference of July 1948 was 
the sin of Tito, the identical sin: refusal to obey the suggestions or 
orders of Moscow. In that month a conference was called in 
southern Hopei to determine military strategy for the coming 
autumn campaign. The Kuomintang were obviously a spent force. 
They had failed repeatedly to carry out their strategic plans, and 
their economic policy was so disastrous that public opinion was 
almost totally alienated. An emissary of Russia, a leading Chinese 
Communist who had just returned from Moscow, gave the 
conference the advice which Stalin tendered. There should be no 
all-out offensive to crush the Kuomintang and seize power. Russia 
preferred that the civil war should continue on a guerrilla basis, 
because this weakened America by inducing that country to con- 
tinue to pour arms into China in aid of Chiang Kai-shek. The 
third World War, said the Russians, was not imminent; China 
could afford to wait. This view was most strongly combated by 
Chou En-lai. He pointed out that China was exhausted by nearly 
twelve years of invasion and Civil War. The Kuomintang were 
finished. One hard push, and the rotten regime would collapse. 
The moment for which the Party had worked and fought for 
twenty-two years had come. Why defer it? Moreover, he was not so 
convinced that a third World War would be avoided. If it occurred, 
with Chiang still in the field, the Americans would make China 
their battleground, the Party could not hope to overcome an 
American invasion, and they would be forced back into guerrilla 
warfare in the mountains. He urged an immediate all-out offensive 
to seize north China at least, all China if possible. 

Contrary to popular belief, China is not a land where secrets 
can be kept. News of this debate, though not of its outcome, 
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ould J scached Peking in a few weeks. The events of the autumn showed 


pre- whose opinion had prevailed. In October the Communist offensive 
true in Manchuria, greatly helped by the inept dispositions which 
mat- Chiang Kai-shek forced upon his more realistic subordinates, was 
Brave carried to a triumphant conclusion. Mukden fell, and Manchuria 
*h he was lost to the Kuomintang. In November the great offensive 
when pon Nanking opened in the Yellow River valley, and at the same 
Ssian_ §& :ime the Communist armies crossed the Wall and closed in on 
Peking. Peking and ‘Tientsin were besieged in December and fell 
ang a in January. By the end of the year 1948 the Communist armies had 
ssian destroyed the main forces of the Kuomintang north of the 
more — Yangtze and stood upon the river opposite the Nationalist capital, 
8 was Nanking. Russian advice had been disregarded, and an amazing 
MS Or F succession of victories had been the result. 
ed in 
ming A REVISION OF RUSSIAN POLICY 
force Clearly, from the sequel, Moscow saw that it would not do at all 
, and & . call Mao to order on this account. The Russians hastened to 
Was change their line, and to applaud the fruits of a policy which they 
unese ® had previously condemned. The Chinese wisely and generously 
e the BF refrained from making the real facts public. But right at the start 
be no f the new Communist power in Asia, Russian advice had been 
Russia gnored, and ignored with impunity. Yet Mao has not been 
basis, enounced; no suspicion has been cast upon his orthodoxy. He 
9 Cons BF has visited Moscow, remained several weeks, and returned, 
Che apparently without making any concessions which could impair his 
China & »restige or diminish his authority in China. It can therefore be 
ted by mcluded that Moscow has no desire to make trouble for the 
neatly nese Communist leader, who in turn, does not covet the 
3 Welt dangerous and doubtful position of Marshal Tito. At some point 
lapse \oscow has had to draw a line, and agree that in China matters 
sht tor F must be left to the Chinese. Where that line has been drawn is the 
ieaaed sential question. 
ae, it cannot be said from any certain evidence whether this line 
Chit ers foreign policy or internal developments. On the mere 
me vidence of events it would seem that Mao may well have agreed 
Met tollow Moscow in foreign affairs, in return, perhaps, getting the 
fer raft he needs for the invasion of Formosa. But in internal 
irs it is clear that the Chinese continue to follow their own line, 
Se n conformity with the policies of the past, and in marked contrast 
itcome 


those now in force in Eastern Europe. That this difference in 
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internal policy represents a tacit admission by the Russians of their 
past mistakes in 1927 may well be one explanation. On the other 
hand, the kind of support enjoyed by the Communists in China 
is wholly different from that given to the Communist governments 
of Eastern Europe, or perhaps to that in Russia herself. 


MAO TSE-TUNG’S ‘NEW DEMOCRACY’ 


No understanding of events in China is possible unless it is 
realized that in this revolution the issue of democracy versus 
communism was never involved. It is here that the criticism 
levelled against the regime in China by American statesmen falls 
so far short of the mark. It is not the forces of democracy which 
were defeated when the Kuomintang fell. No regime could have 
been less democratic than that of Chiang Kai-shek and the ‘Four 
Families’ (Chiangs, Soongs, Kungs, and Chens). All the apparatus 
of Fascist dictatorship was employed by that Government, which 
lacked only the efficiency, but not the will, to misuse such power. 
It was under the Kuomintang that the secret police arrested men 
at dead of night and spirited them away to unknown ends. It was 
under the rule of Chiang Kai-shek that liberal writers such as 
Wen Yi-to were assassinated by hirelings of the Government and 
others had to flee into exile to escape this fate. 

To the people of China, whether peasants, intellectuals or even 
merchants and small capitalists, the coming of the Communists 
really was a ‘liberation’, and the People’s Liberation Army, a 
their forces are styled, behaving with a perfect discipline and 
paying, even in the worst of the campaign, for everything the) 
required, were a welcome, an almost incredible, change from the 
ill-disciplined and brutalized soldiery of the Nationalist Govern- 
ment. For corruption the Communists gave rigidly honest ad- 
ministration; for looting and ill-treatment their army gave disci- 
pline, order and fair payment; for inefficiency and nepotism the 
Communists gave purpose and drive, and above all for an unend- 
ing Civil War they gave peace and the reunification of the country 
It is for these things, not for theoretical Communism, that the 
people of China are at present overwhelmingly behind their 
Government. 

In China today we have to deal, perhaps for the first time, witha 
Communist Government which has the support, freely given, 0! 
the vast mass of the nation. Propaganda which seeks to distinguish 
between the ‘free’ peoples of Asia and those under Communist 
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rule makes nonsense in China today, and only serves to support 
the claims of the Communist press, which, day in and day out, 
proclaims that the United States Government is the enemy of the 
Chinese people. Nor does the more subtle criticism which recog- 
nizes that the new regime has brought many benefits, but warns 
the Chinese against the developments which must surely come in 
time, make much impression. The policy of the Chinese Govern- 
ment at present is that called by Mao Tse-tung ‘New Democracy’, 
held to be the first of the steps which must be traversed before 
Communism can be brought into force. New Democracy aims, 
almost to the exclusion of other ends, at the rapid industrialization 
ff the country. This is necessary, not only to raise the standard of 
living, but also to create that industrial proletariat upon which, 
according to Marx, the Communist State must rely. As China had 
not, as a whole even entered into the Capitalist phase of economy, 
that phase must necessarily be passed through on the road to 
communism. New Democracy is thus really controlled capitalism; 
capitalism under the guidance of theoretical Communists, who will 
tempt to trim and prune its growth, cutting out what they think 
harmful, and training other branches to the pattern which will 
make socialization most easy. 
The merchant and the small capitalist are allowed to trade and 
ursue their callings, provided their activity fits into the general 
scheme of advance. Within these limits the technician and the 
expert find a wide field for their skills, and may at last be free from 
the hampering influences of nepotism and private privilege which 
strated all their work under the Nationalist regime. Perhaps no 
iss in China is so well content with the new regime as the 
chnicians and scientists, almost all of whom had their training in 
\merica or in Western Europe. But the policy of New Democracy, 
vhich permits and encourages private trade and industry, does not 
tavour the foreign merchant or the foreign entrepreneur. All 
ioreign merchants are deeply suspect as ‘imperialist exploiters’; 
loreign capital is equally distrusted as the precursor of foreign 
imperialist designs’. When the Chinese Communists are assured 
t their policy will dry up China’s foreign trade and preclude 
granting of foreign credits, they are not dismayed—whatever 
merchant class may feel. The Communists prefer to wait till 
hina, with such aid as the Eastern European Communist States 
0 supply, can industrialize herself, even if this means long delay 
| the absence, for many years, of those conveniences and 
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luxuries which a small class of coast dwelling Chinese once 
enjoyed. 

It is here, in this deliberate renunciation of the immediate bene- 
fits which contact with the West could supply, that the other main 
factor of the Chinese Revolution plays its part. For the new regime, 
with its Western Marxism, has also drawn inspiration and strength 
from a return to older Chinese traditions, not usually advertised as 
such, but evident enough to the student of history. Peking has not 
only been given back its old name (to the joy of its people) but is 
once more the capital. The fear of the Imperial atmosphere, which 
the Kuomintang abominated and which caused them to retreat to 
Nanking, is not felt by their conquerors, who, on the contrary, 
clearly intend to associate themselves with that tradition. There is 
a movement on foot to make the Forbidden City (the Palace of the 
Emperors), the new seat of government, in the manner of the 
Kremlin. Nor is this all; the Party, organized as an elite which 
remains strictly separated from the ordinary citizens, is in many 
aspects an up-to-date version of the Mandarin system—the civil 
service of the Empire. Not, indeed, of that system as it was in its 
decline under the later Manchu emperors, but as it was at the 
foundation of the great Chinese dynasties of the past, the Ming or 
the 'T’ang, when it was recruited from the men who had served and 
fought in the wars which established the dynasty. The Imperial 
tradition in China is not so far removed from that of Communism 
as may be supposed. Democracy, as understood in the West, was 
no part of it, but a civil service—or party—recruited from men of 
ability without distinction of class or wealth, was the root and core 
of the old system, as it is of the new. 

The Chinese Communist Party is very far from being, what 1 
claims to be, a Party of peasants and workers. It numbers in its 
ranks far more university students than peasants, and more men 
of ‘petty bourgeois’ origin than industrial workers. Its recruitment 
since liberation has been very heavy, and almost entirely from the 
universities or the army. These students, the educated class, ina 
country where education counts above wealth or birth, are the sons 
and grandsons of the Mandarins of the late Empire. Inevitably a 
government must be based upon the services of the educated elite, 
and in China any regime which ignored this truth would quickl) 
collapse. Nothing more surely presaged the fall of the Kuomintang 
than the wholesale desertion of the educated minority. 

It would be wrong to expect that because the Communist Part) 








THE CHINESE REVOLUTION 247 


onc is so largely made up from the sons of the educated ‘Mandarin’ 
class, that the development of policy will show a gradual trend 
ene- away from theoretical Communism. On the contrary, the great 
mait efforts now being made to spread education and literacy are de- 
rime signed to make possible a wider recruitment for the Party, and to 
ngt eliminate the difference between the unlettered peasantry and the 
ed : ‘book perfumed’ families. Realizing that the class structure of the 
sn Party is far from the Marxist ideal, the regime aims at the immense 
ut change of bringing up the whole younger generation in the 
vhic! Communist mould, so that the old class structure and the clan 
mat ti basis of society, the root of nepotism and corruption, will dis- 
trary appear. It is a formidable undertaking. 
ere Is China, therefore, has turned her back on the West, and is seek- 
of the ing a solution for her ills in a revival of her old traditions under a 
of th Marxist interpretation. It is perhaps no accident that the leaders 
which § of the Communist Party are men from the west centre of China. 
many — Neither Cantonese nor coast-country men are found among the 
> civil BF highest leaders. These men, who were brought up in the always 
in its mainly self-sufficient interior, and who then passed twenty-two 
at th years of guerrilla warfare far from the comforts and outlook of the 
Ing oI great port cities, have never really been influenced by ideas current 
ed and mong the Western-educated Chinese. They belong, in one sense, 
iperia to an older China, to the land-bound Empires of the past; like 
unis! the men of those ages, they look westwards across the steppes for 
st, Was J their contacts with Europe, not eastward to the sea. They may not 
men ot e prepared to quote Ch’ien Lung, who, refusing contact with 
id cor Britain, declared that ‘the Celestial Empire produces all necessary 
things in the utmost abundance and has no need for the strange 
what nd curious products of distant nations’, but the Chinese Com- 
$ in it munists share more than a little of the Emperor’s outlook. The 
re mel indance, after twelve years of war, is not so apparent, but the 
Litment lislike of the strange and curious luxuries of the West is much 
‘om th ronger. ; 
SS, 11 in many ways the Western nations now once more find them- 
he sons lves faced with problems all too reminiscent of the early days of 
itably China trade. There is once more a strong and intransigent 
ed elite vernment, unwilling to admit the foreign merchant, and priding 
quick elf on a philosophy of politics and foreign relations wholly at 
nintaflg ® variance with that current in the West. Once more China is strong 


n defence, but weak in attack. The empire of the Manchus had no 
st Parl gressive designs on its neighbours, and we may still hope that 
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Communist China, exhausted by twelve years of war and invasion, 
bent upon remodelling its economy and social structure, intent 
upon the huge task of industrializing a sub-continent and raising 
the living standards of 400 million people, has no designs upon 
the peace of the world, provided she can regain, without inter- 
ference, all her national territory, which in the Chinese view mos 
certainly includes Formosa. 

The new China has come to stay; no internal opposition exists 
which can dislodge it. But the emergence of a second Communist 
State of the dimensions and potentialities of a first-class Power 
raises for the older Communist Russia many problems also. Chin: 
may be the ally, but she cannot be the tool of Russia. Allies, as we 
know, do not always agree on policy, and compromise is often 
necessary. The Russians have as yet had little experience in the 
practice of compromise, and it cannot but be good for them to dea! 
with a people so apt at getting round difficulties and such masters 
of diplomacy as the Chinese. Mao Tse-tung was nine weeks in 
Moscow, and as the Peking people were quick to see, it does not 
take nine weeks to say yes. 


%. &. F. 


Pressure Grou ps and 


American Policy 


Tue American Administration proposes, but Congress disposes 
This is a hard lesson that Europeans, accustomed to the parlia 
mentary form of government, have had to learn over and over again 
In the coming year, as President Truman attempts to translatt 
into law the pledges of tariff reform which the spokesmen of hi 
Administration have made to the nations of the world an¢ 
particularly to Great Britain, the attitude of Congress will b 
decisive. 

British commentators, in seeking to assess the possibilities 0! 
favourable action by Congress, with all it means to the success 0! 
the dollar export drive, have looked behind the Congression 
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facade. They have seen, as the really effective opponents of lower 
tariffs, the ‘lobbies’ concerned with protecting American manu- 
factures against foreign competition. They have thus brought to 
the attention of the British public an important aspect of American 
political life, and one whose understanding is essential, not only in 
calculating the prospects for dollar exports, but in uncovering the 
mainsprings of a wide range of American foreign and domestic 
policies. 

The framers of the American Constitution provided an essential 
basis for the power of lobbies by making the legislative branch of 
government, Congress, independent of the executive, the Presi- 
dent. By doing so, they deprived the President of the power over 
individual members of Congress which a Prime Minister in a 
parliamentary government commands, above all by his privilege 
of asking for the dissolution of a Parliament which votes against 
his will. A Member of Congress is quite free to vote, whether for 
good or bad reasons, against the wishes of the President, even if he 
happens to be of the same political party. Indeed, it is very rare for 
the voting in Congress to be along strict party political lines, 
except on formal issues such as the election of the Speaker in the 
House of Representatives. 

The Constitution, in fact, was framed without taking into 
account the possibility that political parties might come into being. 
his was nowhere more evident than in the procedure established 
for the election of the President; it became quite impractical, and 
had to be amended, once party politics prevailed. How, then, were 
the issues before Congress to be decided? James Madison, one of 
the principal authors of the Constitution, believed that, as each 
important issue arose, individuals and interest groups (particularly 
economic ones) would group themselves on one side or the other of 
the particular question concerned, and the Congressional vote 
vould depend on the relative strength of the two camps. When 
nother issue arose, the alignment might be quite different, and 
groups once associated might find themselves opposing one 
nother. In other words, Madison envisaged ‘lobbying’ as the 
normal method of determining legislative action. The word itself 

ame to be used because the representatives of the various groups 
interested in legislation met and interviewed Congressmen in the 
lobbies of the Capitol. 

‘Logrolling’, a further refinement of lobbying, has a more 
picturesque derivation. It comes from frontier life in America. 
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When a new cabin was built, all the neighbours would join in 
rolling the logs up to the site, putting them in place, and the like, 
with the understanding that they in turn would be helped when 
they had eabins to build. It was by logrolling that Washington was 
chosen as the site of America’s capital city; the ‘lobby’ seeking the 
assumption by the new Government of the debts incurred by the 
Continental Congress agreed to the location of the capital in the 
South in exchange for the Southern votes necessary to carry out 
their own proposals. 

Both lobbying and logrolling flourish best in the absence of part) 
discipline. To the extent that party loyalty exists at all in the 
United States, it reduces the influence of the ‘lobby’ over indivi- 
dual Congressmen. It is reinforced, in the case of members of the 
President’s party, by the patronage he still enjoys, although that 
has been reduced in recent years by the strengthening and ex- 
tension of a non-political civil service. 

Other features of American political life contribute to the power 
of special interest groups. Both Senators and Representatives are 
required, by the Constitution, to be residents of the states from 
which they are elected. By a custom hardly ever violated, it has 
come to be accepted that Representatives must be residents of their 
constituencies as well. In Great Britain, an M.P. might act con- 
trary to the views of a powerful group in his constituency, yet 
remain in political life by transferring to another one. The Ameri- 
can Senator or Congressman has, in practice, no such alternative. 
Representatives are particularly vulnerable to the pressure of local 
interests, both because their constituencies are much smaller than 
those of most Senators, and because their term of office is only tw 
years, instead of the Senatorial six. They must begin to prepare the 
ground for re-election almost as soon as they reach Washington 

Thus, in spite of the existence of a party system which Madison 
did not anticipate, many issues are still decided in exactly the wa 
he predicted. This has seldom been clearer than in the case of the 
Kerr Bill, seeking to free natural gas from federal regulation 
Nowadays, natural gas is produced largely in the South and 
South-West, and goes thousands of miles by pipelines to the 
Northern cities. Although in general the Democratic Party takes 
account of the welfare of the poorer people, and the Republican 
Party business interests, the division of the votes in the Senate was 
exactly opposite. Many Northern Republicans, with no gas pro- 
ducers in their states to placate, and constituents who would 
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resent higher prices for gas, voted against the Bill. Many Demo- 
crats from the South and South-West voted for it. It was approved 
largely by Democratic votes, and President Truman had to veto 
a Bill for which his nominal supporters were mainly responsible. 

Dilemmas often confront the individual Congressman. One of 
these was frankly described by Representative Cannon of Missouri 
when a Bill relating to food subsidies was being debated in Con- 
gress. On labour questions, he said, he generally followed the lead 
of the American Federation of Labour; on farm questions, that of 
he American Farm Bureau Federation. The A.F.L. supported 
food subsidies, while the Farm Bureau opposed them. After care- 
ful thought, said Representative Cannon, he had concluded that 
the issue involved was a farm question, and he had therefore 
decided to vote against subsidies. 

Great organizations such as the American Federation of Labour 
and the American Farm Bureau Federation have ‘lobbyists’ at each 
of the forty-eight state legislatures, as well as Washington. But 
lobbying is only one of their activities, although an important one. 
Other organizations exist solely for the purpose of lobbying, per- 
haps only to promote a single controversial Bill. An example of this 


sort of lobby is the Committee for the Nation’s Health, which is 
seeking the establishment of a National Health Insurance System. 
Like-minded individuals and groups band together to set up these 


single-purpose’ lobbies, and tend to disperse once their objective 
ichieved. 


Although lobbying is an essential part of the American demo- 
ratic practice, it tends to have a rather discreditable connotation. 
rgely responsible for this are the activities of some well- 

iced business lobbies. They maintain expensive headquarters 

W Weihinatams and lavishly entertain Senators and Congressmen. 
mes past they have indulged in outright bribery, but few cases 

{ this sort have come to light in recent years. The process is more 
tle than that. All other things being equal, a Congressman will 
nd to think twice before voting against the wishes of a lobbyist 
ho has entertained him regularly, who has perhaps performed 
political favours for him, and who may even have arranged 

r some contributions to his campaign fund. ‘These kindnesses are 

t easy for some Congressmen to resist, because as a rule they are 
nderpaid and overworked. Also, as already noted, many Congress- 

en suffer from insecurity. To the large number who are lawyers, 

connections with the right lobbyists offer promise of a 
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lucrative practice in Washington if they retire from Congress or 
fail to be re-elected. They may even become well-paid lobbyists 
themselves. 

Congress in recent years has acted to restrain the activities o| 
the more flamboyant lobbyists. They have been required to 
register their names, and to submit accounts of receipts and ex. 
penses. These regulations are still rather ineffective, as a case 
recently decided in a Federal Court has shown. Mr Roger 
Slaughter, once a Missouri Congressman, was very active during 
the Republican-dominated Congress of 1947-48 in the interest of 
the big grain-processing companies. Largely through his influence, 
legislation was enacted which depressed the price given to the 
farmers for grain (ironically enough, it was resentment at this 
which swung a large proportion of the rural vote to President 
Truman in 1948, and ensured his re-election). Mr Slaughter was 
prosecuted by the Government for failure to register as a lobbyist, 
but succeeded in convincing the Court that his activities were only 
a part of his law practice. 

The regulations governing the activities of lobbyists will doubt- 
less be tightened still further in the coming years, but lobbying as 
such will continue to be a normal feature of the legislative proces 
in the United States. And, so far as the tariff question is concerned, 
there is no need to look for any sinister motives. Hat manufacturers 
in New England have an obvious and understandable interest in 
reducing British competition, and it is only natural that the; 
should act in their own defence. 

Hat manufacturing is concentrated in a small number of states 
and by itself could never command a majority in Congress. It is 
here that logrolling comes into play. The manufacturers of hats 
have banded themselves together with the manufacturers of a wide 
assortment of other goods—bookbinders, fish canners, photo- 
engravers, and the makers of pressed and blown glassware, gloves 
matches, pottery, scientific apparatus, wall paper, and aluminium 
The Wage Earners Protective Conference, including seventeen 
unions affiliated with the American Federation of Labour and 
headed by Mr Matthew Woll, a Vice-President of the A.F.L., has 
joined with them in the fight against tariff reductions. Working 
together, under the title of the National Labour-Management 
Council on Foreign Trade Policy, and acting on the principle ‘the 
interest of one is the interest of all’, they have influence in ever) 
industrial state. 
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They will not lack opposition. American industries which pro- 
duce for export, and American farmers with export surpluses, 
want tariffs cut so that Europeans can buy the goods they have to 
offer. Senator Connally, Chairman of the Senate Foreign Affairs 
Committee, represents Texas, from whose sun-baked earth 
mmense quantities of oil flow every day. In the hearings on this 
year’s European Recovery Programme legislation, he bitterly 
attacked cuts by the sterling area in its purchase of dollar oil. 
Senator Lodge of Massachusetts, another member of the Com- 
mittee, argued vigorously against him. The sterling area, he said, 
thinking of his many shoe and textile-making constituents thrown 
out of work by British competition, must find non-dollar sources of 
supply. Here one sees brought to a focus a fundamental question 
concerning the balance of trade between the dollar and sterling 
areas; whether it should be balanced at a low level of exchanges 
(Senator Lodge; shoes and textiles) or at a high level (Senator 
Connally; oil). 

In easier times, many American Presidents were content to let 
questions of this sort be settled by the push and pull of opposing 
sectional lobbies. But in the present state of the world the Presi- 
dent must take a strong lead in the national interest. Upon 
a Congress (and upon a Third Chamber of lobbyists) representing 
sectional viewpoints, he must constantly press policies in the 
interest of the United States as a whole, and of the world. This 
will be an even sterner test of the Administration’s abilities than 
the initial enactment of the Marshall Plan. In its earlier stages, at 
east, the European Recovery Programme did not bear heavily 
pon sectional interests. The reduction of tariffs will hit them at 

most every point. 

Fortunately, Administration leaders have foreseen this from the 

ginning. It is for this reason, among others, that the greater 

bbies—business, as represented by the National Association of 
\lanufacturers and the American Chamber of Commerce; labour, 
s represented by the A.F.L., the C.1.0., and the independent 
ns and farmers, as represented by the American Farm Bureau 
ederation, the National Grange, and the Farmers’ Union—have 
en enlisted in the European Recovery Programme. Spokesmen 

i these three great interest groups served on the planning com- 

ttees which formulated the Programme, and continue to serve 

the advisory committees which guide its progress. Leading 
ness men were appointed as heads of the E.C.A. Missions 
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to the various European capitals, and trade union officials a; 
Labour Advisers. In the course of the first year, trade union 
officials actually rose to head the missions in Norway and Sweden 
Many other business men and trade unionists were fitted into the 
structure of the Marshall Plan administration, both in Washington 
and in Europe. 

The participation of these lobbies in the European Recover 
Programme was invaluable in obtaining the political backing t 
bring it into effect, especially since the legislation had to be en- 
acted at a time when a Democratic President confronted a Re- 
publican-dominated Congress. It continues to be essential for this 
purpose, now that popular enthusiasm for overseas expenditure 
has declined. When Mr Hoffman is told, as he frequently is told 
by Senators and Congressmen, that the Marshall Plan is ‘politica! 
poison’, he flourishes before them the impressive list of national 
organizations, most of them ‘lobbies’ of various sorts, supporting 
the Programme. The leading trade unionists and business men in 
E.R.P. are encouraged to go home at regular intervals, speak at th: 
conventions of their respective organizations, and sustain en- 
thusiasm for the Programme. An endless series of junkets are 
arranged for important people in such organizations not actually 
in the E.R.P. apparatus, so that they can meet their old friends and 
associates in the various European capitals, and be suitably im- 
pressed with the importance of backing the next year’s appropria- 
tion of funds. 

Over the past year, this network of lobbies has been increasing| 
employed in putting across the idea that the United States must 
import more goods from Europe. Although some individual 
trade unions are opposed to tariff reductions, the national federe- 
tions now support them. Even the National Association 0! 
Manufacturers, once the keystone of the high-tariff lobby, has 
acknowledged that the United States must become accustomed t 
a high level of imports. Mr Paul Hoffman, the prominent manv- 
facturer who is head of E.R.P., has told his fellow business met 
that, if they believe in free enterprise, they should welcome con- 
petition. Mr Clinton Golden and Mr Bert Jewell, trade unionists 
representing the C.I.O. and the A.F.L. respectively in E.C.A 
headquarters at Washington, have been tireless in seeking to dispe! 
the fear of many workers that the expansion of European imports 
would mean wide-scale unemployment. 

In the struggle which is now beginning, the Administration thu: 
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has lobbies on its own side as well as against it. So evenly balanced 
are the forces that the trends in the American economy during the 
coming year are likely to be decisive for the outcome. If unemploy- 
ment mounts, most industries seriously affected by European 
competition will get or retain their protection. On the other hand, 
f the American economy expands at an increasing rate, it will 
become easier to transfer workers from industries hit by European 
competition to other industries, such as television, which are 
crowing rapidly. In that event, the Administration, and the 

bbies associated with it, and capable of taking a national view of 
the situation, will prevail over the entrenched ranks of sectional 
lobbies and the door to the American market will be opened wider 
for European enterprise. 


D.C. W. 


Background to 


West Indian Federation 


(‘HE federation of the West Indies is today a question of the first 
mportance in Colonial affairs. But the idea of such a federation is 
by no means new. In 1887, in The English in the West Indies, the 
provocative and entertaining account of his West Indian tour, 
james Anthony Froude wrote as follows: ‘In the recent discussion 
1 the possibility of an organized Colonial federation, various 
hemes came under my notice, in every one of which the union 
‘the West Indian Islands under a free parliamentary constitution 
regarded as a necessary preliminary. I was reminded of a 
nversation which I had held seventeen years ago with a high 
ial official specially connected with the West Indian depart- 

in which the federation of the islands under such a 
titution was spoken of as a measure already determined on.’ 

\t first glance, it would seem surprising, not that the federation 

of the West Indian Colonies was being advocated in the Colonial 
Utfice eighty years ago, but that it has been so long delayed. Most 
of the arguments for federation have been valid for generations. 
ny of the smaller communities, most of them poor for the last 
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century or so, have been bearing the financial burden of adminis- 
trations which it would have been hard to justify at any time, and 
which were only economically practicable in the days when sugar 
brought exceptional prosperity to the colonies. The British West 
Indies have a common tradition and a common language and their 
social and economic life conforms, with minor variations, to one 
familiar pattern. In innumerable ways their common interests 
have long made some sort of association, whether federal or of a 
looser kind, seemingly imperative. How is it, then, that they are 
still separate? 


THE GEOGRAPHICAL AND HISTORICAL SETTING 


Federation has been hindered for reasons that are partly 
geographical and partly historical. The geographical obstacles are 
certainly formidable. In the first place, the British West Indian 
Colonies are scattered over an enormous area. They extend from 
the northernmost islands of the Bahamas to the southernmost 
boundary of British Guiana over some 27 degrees of latitude; and 
from western British Honduras to Barbados over some 30 de- 
grees of longitude. Jamaica is about a thousand miles from the 
two next most important islands, Trinidad and Barbados, and 
still further from British Guiana. This obstacle is serious because 
Jamaica is not only the largest of the British West Indian islands 
but contains approximately one half of the total population of the 
British West Indian Colonies, including the mainland territories 

The obstacle of distance might have been partially overcome b) 
a good system of communications, but it does not exist. The reason 
for this is plain enough: despite local variations, these colonies 
enjoy a very similar climate and, apart from the mineral resources 
of Trinidad and British Guiana, their products are very much the 
same. Poor communications, resulting from the absence of any | 
incentive for inter-island trade, have intensified the strong ten- 
dency to insularity which derives from causes deeply rooted 11 
their history. 


The historical obstacles to unification are only slightly less 
serious than the geographical. Not only are the West Indian islands 
scattered over a wide expanse of sea, but the British islands are 
interspersed amongst them, not on any basis of geographical logic 
but as the result of fortuitous historical causes, while the tw 
mainland colonies of British Honduras and British Guiana are the 
only British territories in Central and South America respectivel} 
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[he Caribbean has been described as the nursery of the British 
Navy: for centuries it was an arena in which Great Britain, France, 
Holland, and Spain fought many naval battles decisive not only in 
West Indian but in European history. It is indeed only against the 
yackground of the history of Europe that that of the West Indies 
can be fully understood. 

Some of these islands are true colonies of settlement: Bardados, 
for example, then uninhabited, was settled by English colonists 
arly in the seventeenth century. Jamaica, the largest British 
sland and the most populous colony, was captured from Spain in 
655, and the Spaniards, who had themselves exterminated the 
\merindian inhabitants, were driven out and supplanted by 
English colonists. In such colonies the descendants of the 
seventeenth-century English settlers are the true natives, although 
this is often forgotten or misunderstood; they are too often 
regarded as intrusive, while the people of African origin are 
considered, quite wrongly, as aborigines. Other colonies, such as 
Grenada and St Lucia, were originally French and were the spoils 
f eighteenth-century victories. Trinidad, which was originally 
Spanish, had become French rather than Spanish in character by 
virtue of large scale French settlement in the eighteenth century 
efore it finally became British in 1797. 

It is interesting to speculate upon the political evolution of 

British Colonies in the Caribbean had they preserved the 

aracter of colonies of settlement which they shared in the 

seventeenth century with those on the American mainland. But 

the development and dominance of the sugar industry, a vital 

nge took place not only in the economic but also in the racial 

cial structure of West Indian life. A numerous population of 

e farmers and servants gave way to a small population of white 

rs, estate managers, and merchants, and a vast population of 

es of West African origin. The history of the West Indies is 

largely a story of the painful adaptation of a structure of 

y, created by and for one group, to the needs of another more 

rous group with fundamentally different ideas and traditions. 

process of adaptation and fusion was necessarily long. No 

mmunity could, in fact, exist in any of the West Indian 

nies before Emancipation, which took place in Antigua in 
nd elsewhere in 1838. 

t only was the white community in each colony exceedingly 


1 


but its interests and loyalties became less and less local as 
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time went on. Uniformity of products discouraged inter-Colonial 
trade and the interests of the white community were focused 
primarily upon Great Britain, with whose economy that of the 
West Indies was inextricably bound up. The sugar industry was 
largely financed and controlled by brokers and merchants in 
London, Liverpool, and Bristol. They and the absentee proprietors 
(together represented by the strong West Indian interest in 
Parliament) dictated the course of events. Absenteeism, as in 
Ireland, deprived the area of its natural leaders. The white British 
West Indian community produced many people of great ability. 
‘Monk’ Lewis, the friend of Byron; William Beckford, whose 
Vathek played an important part in the romantic movement in 
English literature, and Elizabeth Barrett Browning, were all 
members of Jamaican families, while Alexander Hamilton was 
born in Nevis; but all of them found scope for their abilities outside 
the West Indian area. Alexander Hamilton is an interesting 
example: under different circumstances he might well have been 
the leader in a movement for the federation of the British West 
Indies as he became for the federation of the American mainland 
colonies. 

The phenomenal success of the West Indian sugar industry had 
been built upon two supports which gave way in the first half of 
the nineteenth century. With the abolition of slavery, the artificial 
labour supply which had always been an integral part of the 
industry came to an end; with the adoption of free trade by Great 
Britain, the artificial market which West Indian sugar had long 
enjoyed was lost. The collapse of the sugar industry brought much 
misery in its train, but from its ruins began to rise slowly and 
painfully a homogeneous society in each of the colonies. 

Strong opposition to the abolition of slavery had nearly created 
a separatist movement amongst the West Indian planters, but 
they were a community too small and isolated and too dependent 
on the mother country, to be able to make much headway. ‘The 
planters contented themselves with making the process of adjust- 
ment after Emancipation as difficult as possible, and the Colonial 
Houses of Assembly (almost exclusively representing the planting 
interest) did practically nothing to help to create a sound society in 
any of the colonies out of the diverse elements of which the popula- 
tion was composed. Despite the uncooperative attitude of many o! 
the planters, and very largely as a result of the work of missionaries 
and outstanding individuals amongst the free people of colour, 
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societies of varying homogeneity have gradually evolved in each of 
the British West Indian Colonies in the century or so which has 
elapsed since Emancipation. 
It is not surprising, under the circumstances, that the com- 
munities which have grown up in the separate colonies have 
leveloped a strongly individual character, and are distinguished 
to this day by an extreme insularity of tradition and outlook. 
Local differences, derived from their earlier history as English or 
French colonies of settlement, have been accentuated by various 
levelopments since 1838. In Trinidad and British Guiana, for 
example, the whole racial balance of these colonies has been altered 
y the introduction of labourers from India after Emancipation. 
n the former colony one-third of the total population now consists 
West Indian East Indians’, and in British Guiana they -con- 
stitute about 44 per cent of the total population and form the 
argest single racial unit in the colony. ‘They tend to form separate 
nclaves and do not blend very readily with the rest of the 
mmunity. In Trinidad the oil and asphalt industries have been 
developed in relatively recent years, and her economic interests are 
now to that extent different from those of the other colonies. 
Local differences have been strongly reflected in the varying 
egrees of constitutional progress which each of the British West 
indian Colonies has been able to make. Many West Indians regard 
se contrasts as the most formidable obstacle to West Indian 
leration. 
\ homogeneous society is essential to successful self-govern- 
and the degree of homogeneity achieved in each of the 
mies is closely related to the stage of constitutional develop- 
which it has reached. For various reasons, Jamaica has 
need most rapidly. The availability of land at low prices after 
incipation and following the collapse of the sugar industry has 
uuraged the development of a land-owning peasantry and of 
idle class. The sugar economy of Barbados, richly endowed 
soil ideally suited to the production of sugar, survived the 
1d which proved fatal in most other colonies; her economic 
social structures have therefore more closely retained their 
nal form, and her representative institutions are amongst the 
t and, until recently, amongst the least altered, of those in the 
h West Indian Colonies. 
ent constitutional development has been accelerated by 
ire within the colonies themselves. The rapidly growing 
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political consciousness of the West Indian people has been 
expressed in demands for greater self-government within each of 
the separate colonies, to the exclusion of any concern for federation 
—a development which reflects their strong insularity. Th 
educational systems of the colonies have also been adapted from 
the British model, and West Indian political ideas are, natural 
enough, those inculcated by this example. They demand local par. 
liamentary institutions modelled on those of the mother country 
from which existing institutions have derived. British West Indian 
education has not automatically created a desire for federation, 
an idea less obviously implicit in our political traditions than in 
those of the Dominions and the United States, with whose 
institutions West Indians for the most part are less familiar. But 
to understand these relatively new political movements in the 
West Indies it is necessary to know something of the recent 
economic history of the area. 


ECONOMIC INCENTIVES TO FEDERATION 


The fatal weakness of an economy based upon a single crop was 
disastrously evident in the West Indies when the sugar industry 
collapsed in the first half of the nineteenth century. During the 
later years of the century and the early years of the twentieth, the 


West Indian sugar industry was maintained after a fashion, but 
despite preferences in the British and Canadian markets, sugar was 
often being made at a loss. Then came the First World War and : 
sudden and meteoric rise in the price of sugar. This boom was of 
short duration and was followed, after the war, by a severe depres- 
sion. The prosperity of the West Indies fluctuated violently, in 
sympathy with the fluctuations of world market prices for sugar 
and the other products of the region. In the twentieth century, 
hope was centred upon a new product for which there seemed to be 
not only a steady but an almost endlessly increasing demand in the 
world—the banana. In the thirties, the banana industry prospered 
exceedingly: it soon accounted for more than half of the value of 
the exports of Jamaica and had clearly taken the place of sugar 
as her main crop. But again, West Indian producers were doomed 
to disappointment, for two most destructive diseases, the Panama 
disease and Leaf Spot, attacked the plantations and large areas 
were thrown completely out of cultivation. 

While West Indian prosperity fluctuated violently, the popul:- 
tion of the area rose steadily and fast. These and contributor 
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causes brought about an acute economic depression in the British 
West Indian Colonies in the late thirties. The resulting poverty 
and distress found an outlet in the West Indian riots of 1937 and 
1938. A sense of insecurity and frustration convinced many West 
Indians that they must have a greater say in their own affairs. 
They organized themselves into trade unions and _ political 
parties which soon aimed at some form of self-government for 
their own particular colony. Another direct result of the riots was 
the appointment of the Moyne Commission of 1938 and 1939. The 
most important outcome of its recommendations was the setting 
p of the West Indian Development and Welfare Organization, 
with its headquarters in Barbados. For the first time a central 
agency had come into existence in the West Indies for the planning 
of their development on a regional basis. ‘The Royal Commission 
also expressed the opinion in its Report that ‘a combination into 
one political entity of all the British possessions in the Caribbean 
rea’ was the ideal towards which policy should be directed. 

It is significant that the initiative for federating the West Indian 
Colonies has always, until recently, come from outside the area. 
(he recommendation of the Royal Commission of 1883 that the 
Leeward and Windward Isiands should be united was not acted 
ipon. Major Wood (the present Lord Halifax) reported in 1922 
that opinion in the West Indies was against federation and the 
Closer Union Congress of 1932 came to nothing. Nothing could 

fact be done until the West Indians themselves became con- 

us of the need for unity. 

Several factors have now helped to bring this consciousness into 
eing. West Indians have now become accustomed to the idea of 

ntralized functions and common action. The establishment of 

Development and Welfare Organization was followed by that 

f the Caribbean Commission which, in turn, brought into being 
e Caribbean Research Council and the West Indian Conference, 
h meets biennially to discuss social and economic matters of 
mmon interest. Further, West Indians had already, on their 
initiative, begun to meet for common purposes. A Caribbean 

ur Congress met in British Guiana in 1938 and, incidentally, 

led federation amongst its objectives. Other examples of this 
ndency are the formation of the West Indies Sugar Association 
he Federation of Civil Service Associations in the Caribbean 


t at present the strongest incentive to federating the West 
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Indian Colonies is sheer economic necessity. The most ardent 
advocates of the self-government of individual colonies are 
beginning to recognize that political without economic indepen- 
dence is little more than a shadow, and that territories, small both 
in area and in population, can have no real independence in the 
modern world. More important still, it has become abundantl; 
clear that small units of this kind can play no significant part in a 
world economy. As it has been well pointed out, ‘the British Wes: 
Indian region produces barely 2 per cent of the world’s total 
supply of sugar; yet this industry is responsible for fully half of its 
agricultural wealth’. It is clear that a British West Indian nation 
would not be in a very strong position for bargaining in the world 
sugar market, but the position of individual colonies is clearly 
hopeless. This fact is fully realized in the West Indies today and 
the negotiations for a long-term block purchase agreement with 
Great Britain have been conducted on a regional basis. West 
Indians are realizing that the determining factors in West Indian 
affairs are, as they always have been, outside the West Indian are 
and beyond the control of a divided British West Indies. Th 
movement towards unification has been made easier by the far 
greater opportunities of contact amongst the leaders of public 
opinion and of obtaining knowledge of other territories, whic! 
have been made possible in recent years by the development o! 
air services in the West Indies. 


THE MONTEGO BAY CONFERENCE 

West Indian public opinion has clearly moved far since 1922 
and in 1945 the then Secretary of State for the Colonies (Colonel 
Oliver Stanley) considered that the time was ripe for reconsidera- 
tion of the whole question. He accordingly invited the British 
West Indian legislatures to send delegates to a conference t 
consider the possibility of federation. All of them, with the singl 
exception of the Bahamas, accepted the invitation. A Conference 
on the Closer Association of the British West Indian Colonies wa: 
accordingly held in Montego Bay, Jamaica, in September, 1947 
under the chairmanship of Mr Creech Jones, then Secretary 0! 
State for the Colonies. The proceedings of the Montego Ba) 
Conference make extraordinarily interesting reading for the light 
that they throw upon the evolution of public opinion in the 
West Indies upon the idea of federation, and the numerous 
varieties of opinion which exist upon its application. Despite thes 
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oubts and difficulties, the Conference passed the following 
resolution: ‘that this Conference, recognizing the desirability of a 
political federation of the British Caribbean territories, accepts the 
principle of a federation in which each constituent unit retains 
complete control over all matters except those specifically assigned 
a federal government.’ 
he Conference also expressed the conviction that an increased 
responsibility should be extended to the individual Colonies, 
vhose political development must be pressed as an aim in itself, 
ithout prejudice and in no way subordinate to progress towards 
leration’. A standing Committee was set up to work out the 
form of a federal constitution and to make recommendations for 
he unification of public services, and currency. It was also 
recommended that a British Caribbean Shipping Committee and 
a Commission on the Unification of the Public Services in the 
British Caribbean should be appointed. 
The Standing Committee set up in accordance with the recom- 
ndations of the Montego Bay Conference met during 1948 and 
149 and has now issued its Report. The following extract will 
ve some indication of the extraordinarily rapid advance which 
blic opinion in the West Indies has made in the direction of 
leration: ‘We start from the assumption that the main underlying 
irpose of our task is to seek the shortest path towards a real poli- 
| independence for the British peoples of the region, within the 
nework of the British Commonwealth—what is meant in fact 
“Dominion Status”. We assume further that we have been 
| with this task because there is general agreement that this 
t cannot be attained without some form of federal association 
the territories concerned, but that with Federation its 
ment becomes practicable.’ ‘The Committee actually recom- 
d the formation of a British Caribbean Federation on the 
lian pattern. ‘The legislative power of the Federation would 
sted in a Federal Legislature consisting of a Governor- 
ral, (representing the King), a Senate of twenty-three 
ited members, and a House of Assembly of fifty elected 
rs. Provision is made for a Prime Minister and a Cabinet 
uld all be members of a Council of State. A Federal 
me Court is recommended as an indispensable part of the 
ition. ‘The Federation would have its own finances and a 
civil service. 
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such will not solve our problems, but will provide the conditions 
in which they can be dealt with’. The whole report is informed by 
this spirit of healthy realism: it suggests that the new Dominion, 
if it comes into being, will not lack wise leadership. At the same 
time it should be realized that not all groups in the West Indies 
are equally enthusiastic in their support of the idea of federation 
East Indians in Trinidad and British Guiana, for example, fear 
that they might find themselves in a small minority; others fear 
control by Jamaica, while political leaders in Jamaica itself and 
elsewhere are divided in their views. 

It would, indeed, be dangerous to underrate the difficulties with 
which the new nation will be confronted. Within her own boun- 
daries, the problem of a steadily rising population is most urgent 
It may be improved by the settlement of 100,000 people in British 
Guiana and British Honduras, as the Evans Report recommends, 
but it will eventually spell economic and social disaster unless the 
wealth of the area can be increased proportionately by greater 
productivity, the development of industries, and the general 
diversification of the West Indian economy. 

The only secure basis for democracy is an educated people, and 
the importance of education as a unifying force in the new nation 
is obvious. The establishment of the University College of the 
West Indies is not only a symbol of West Indian unity, but a hope- 
ful means of giving it greater reality. It may well be, however, that 
the part which community education has to play, on the lines 
advocated in the Jamaica Community Education Report of 1945 
is of even greater importance, for this concerns itself not with the 
point of the educational pyramid but with its foundations. 

What of the external relations of the new Dominion? It seem: 
likely that economically and in other ways, she would be linked 
even more closely with her sister Dominion, Canada. Every effor 
would also be made to develop trade with the United States ané 
the strategic interests of that country in the Caribbean sea wouli 
continue to be safeguarded. At the same time the delegates to th 
Montego Bay Conference were emphatic in rejecting any sugges- 
tion of political affiliation with the United States. It was clear] 
laid down that the aim before the Conference and the Standing 
Committee was the achievement of Dominion Status for th 
British Caribbean territories ‘within the framework of the Britis! 
Commonwealth’. 
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The European Steel Industry 


Production Trends and the World Market 


(ne French proposals for the establishment of an international 
juthority to control the Western European coal and steel industries 
lends additional importance to the survey of European Steel Trends 
the Setting of the World, Market, published recently by the 
Economic Commission for Europe. Indeed, the circumstances to 
hich that report drew attention constitute to a large extent the 
reasons for the French proposals. The size and scale of the report 
rather formidable and it is unlikely that many people even in the 
teel industry, will digest it thoroughly.1 There are, however, 
nough points of general interest in the report to justify bringing it 
to the attention of a wider public than is likely to read it for them- 
selves. 

Although the bulk of steel produced in European countries is 
sed either in the producing State or in other European coun- 
ies, a small but essential part is exported outside Europe. This is 

even without including the ‘indirect’ exports of steel from 
urope in the form of machinery, vehicles and other manufactured 
roducts, which, in the case of the United Kingdom at any rate, 
tually account for a larger tonnage of steel than the ‘direct’ 
xports. ‘he following table in the report brings out these points. 
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Table I 
EUROPEAN STEEL PRODUCTION AND Exports 
(in million tons, crude steel equivalent) 

1935-9 1948 
Production Se oa §2°5 47°2 
Total Exports = rT ci II*4 8+4 
Exports to non-European countries 5°2 2*% 
Per cent of production... - 10% 8% 
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this connection it should be mentioned that the United 
lom, as might be expected, is very much more concerned than 
ntinental countries with exports outside Europe. In 1935-39 
nt 80 per cent of her exports outside the Continent, whereas 
rest of Europe sent only 37 per cent. This comparative inde- 
ence of Europe may influence her attitude to the French pro- 


first and fourth chapters are fairly self-contained and could with profit 
y those who cannot face the whole report. 
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In order to arrive at some estimate of the quantity of steel for 
which it will be possible to find a market outside Europe in years to 
come, it is necessary to estimate not only what the future con- 
sumption will be, but also the amount of the local production oj 
all the countries in the world. This question of future con- 
sumption and production outside Europe is examined in some 
detail and it is this which gives the report a considerably wide: 
scope than might be expected. 

Study of the development of consumption and local production 
in four representative ‘new’ countries—Brazil, India, Australia, 
and South Africa—leads the authors of the report to a very import- 
ant hypothesis. They believe that steel production is an exception t 
the general rule that industrialization of an undeveloped country 
usually results in an increase in imports of manufactured goods 
There are two reasons for this. In the first place, the unit of pro- 
duction in the steel industry is large, and once set up, it covers the 
major part of requirements. In the second place, a large proportion 
of the steel consumed in under-developed areas consists of the 
cruder products, such as rails and structural steel, which a newly- 
established industry is well able to produce. 

This hypothesis is confirmed by their general conclusion 
Although steel consumption in the rest of the world is expected 
to expand considerably, the increase will be more than covered b) 
the expansion in local production, resulting in an actual reduction 
in imports from outside countries. This conclusion is backed b\ 
most detailed estimates of future consumption and production 
all parts of the world. 

For this purpose the report, paradoxically but justifiably, om 
from its calculations the two largest steel consuming and pro- 
ducing areas in the world—Northern America and the U.S.5.R. 
on the grounds that they are more or less self-contained. ‘This pre- 
vents the whole picture being swamped by the enormous produc- 
tion of the United States—about 80 million tons—and _ the 
U.S.S.R.—estimated at about 18 million tons. (The next largest 
producer is the United Kingdom with just over 154 million tons 
The U.S.S.R. can be left completely out of the picture, as her 
international trade in steel is negligible. The United States 1s a 
considerable net exporter of steel and does not normally provide a 
market for European production. The only country within these 
two areas which does import is Canada, and the great bulk of he 
imports have always come from the United States. 
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The remainder of the world outside Europe is divided into four 
.reas—Africa, the Middle East, the Far East, and Latin America. 
[he table below sets out the actual steel production, consumption 
nd net imports of each of these areas in the five years before the 

ir and in 1948, and the estimates of the likely position in 1953. 


Table 2 
STEEL TRENDS OuTSIDE EUROPE 
(in thousand metric tons) 
PRODUCTION CONSUMPTION Net IMPORTS 

1935-9 1948 1953" 1935-9 1948 1953* 1935-9 1948 1953" 
328 660 1,500 1,331 1,865 2,500 1,003 1,205 1,000 
10 50 414 7il 1,050 414 701 1,000 
8,219 4,160 10,850 10,708 5,281 11,550 2,489 1,121 700 
184 969 2,550 2,140 3,562 4,550 1,956 2,593 2,000 


14,950 14,593 11,419 19,650 5,862 5,62( 4,700 


300 


t tons) . é ° 6,353 5,000 


ed steel) . oa : 4,765 3,750 


* Forecast + Imports from Europe only. 


may be of some interest to explain how the estimates are 

1\ ed at. 

In the case of Africa it will be seen that something like a doub- 
s of consumption compared with pre-war is anticipated; on the 
r hand, it is thought that all the increase will be met by local 
iction—almost exclusively in the Union of South Africa— 
ng net imports from the outside world at almost exactly the 

figure of 1 million tons. 

So far as the Middle East is concerned, it is anticipated that con- 
tion will be more than twice as great as before the war, and 
in this case, almost the whole of the benefit will be felt by 
le suppliers, net imports being shown as rising from 0-4 

tons to 1 million tons. 
the Far East, on the other hand, the report anticipates a 
reduction in net imports from the outside world from 
2+ million tons to only 0.7 million tons. Here, it must 
plained that the Far East is interpreted by the Economic 
mission for Europe in a very wide sense to include not only 
and China, but also Australia and India. The assumptions 
Japan are a crucial factor in all the estimates. Briefly, it is 
ted that Japanese production will rise to 64 million tons 
| with rather under 6 million tons in 1935 to 1939, and 
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just over 3 million tons in 1949. Similarly, net exports are expected 
to rise to 14 million tons compared with 0-3 million tons in 193; 
to 1939. Thus, an actual reduction in Japan’s own consumption of 
steel is anticipated, although the population is now 1o mil- 
lions greater than in 1939, on the grounds that a consider. 
able part of the pre-war consumption. was for war purposes. It is, 
of course, particularly difficult to anticipate what will happen in 
the case of Japan, but it is worth pointing out that the estimate of 
her export surplus as in the neighbourhood of 14 million tons is not 
only tentative, but also constitutes a very large factor in the overall 
calculation. 

The ‘Far Eastern’ calculation also includes the important 
assumption that Australia’s production, in spite of her perennial 
labour shortage, will rise from 1} million tons in 1948 to 2 million 
tons in 1953 and that she will become a net exporter of 0-3 million 
tons; that Indian production will rise from 1} to 2} million tons, 
and that Chinese imports of steel will not exceed the highest pre- 
war level of 600,000 tons, in spite of the theoretical possibilities oj 
the Chinese market—a rise in Chinese consumption per head eve: 
to the low Indian level would mean an import of 24 million tons. 

Finally, if we turn to Latin America, the estimated position is 
similar to that of Africa; consumption is expected to double, but it 
is thought that the increase will be fully met by the expansion ot 
local production. In particular, Brazilian production is expected to 
rise from half a million tons to 1 million tons and Argentine pro- 
duction from 0-1 to 0-6 million tons. 

The overall results of these calculations is that net imports o! 
steel by these four areas, covering the world outside Europe, 
North America and the U.S.S.R., will amount to 4-7 million tons 

Even this limited market will not all be available to European 
exporters, since although the potential exports of the countries in 
the four areas themselves—notably Japan, and Australia—have 
already been taken into account in calculating the net import 
requirements, no allowance has been made for United States 
exports, which before the war used to account for 20 per cent of the 
total. Making allowance for this factor and adding in the antici- 
pated European exports to Canada, the total extra-European de- 
mand for European steel would amount to just over 4 million tons 
This may be compared with actual European exports in 1935-39 
of just over 5 million tons and in 1948 of 3-7 million tons. 

Since these estimates were published, it has been possible to 
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form some idea as to what happened in 1949. Preliminary calcula- 
tions suggest that consumption was considerably higher than in 
1948, but that local production did not increase substantially. This 
might lead one to suppose that the consumption estimates for 1953 
were on the low side, and that the production estimates for the 
same year were on the high side. This would mean that the net 
mports would be greater than stated. On the other hand, it would 
e difficult to form any long-term conclusions from the experience 
fone year, particularly when it was a year in which there was some 
easing of supplies after a long period of shortage, so that it is 
possible that there was some abnormal demand for re-stocking 
irposes. Moreover, it is clear that the proportion of the total 
supplies coming from the United States is very much higher than 
20 per cent, as it has been throughout the post-war period. It must 
also to be borne in mind that the whole calculation depends on the 
assumption that German production will not exceed the permitted 
level of 11-1 million tons. In fact, even if the market available 
proves to be larger than the report calculates, it may be difficult for 
Europe to secure the anticipated proportion, whilst even if she does 
secure that proportion, there may be more European exporters to 
are it between them than was thought. 
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EUROPE’S OWN CONSUMPTION OF STEEL 
So much for the European export outlook. As was made clear at 
the outset, however, the great bulk of European steel has always 
n, and will always be, consumed in Europe. In planning the 
ire scale of European steel production, therefore, the first 
tial is to estimate the future level of steel consumption in 
pe. This the Economic Commission set out to do in four 
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he first method was one of ‘historical analogy’. It was estab- 
| that from 1925 to 1929 in its period of most striking increase, 
ropean steel consumption rose by 32 per cent. Applying this 
to European steel consumption in 1948 and making a special 
lation for Germany, where the consumption in 1945 was 
mally low, it would appear that consumption in 1953 will be 
llion tons. 


point of general interest may be noted in regard to the competition of 
th other materials. The report suggests that the tendency to replace steel 
ferrous metals, asbestos, cement, plastics, etc. will be just about counter- 
i in the period under discussion by the substitution of steel for other 
rials, such as timber and concrete. 
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The second method was to establish the relationship betweer 
steel consumption and overall industrial activity and to estimate 


the future level of steel consumption from the forecast level of 


general European activity in 1953. The result of this calculatio: 
was 594 million tons. 

The third method was to forecast steel consumption on th« 
basis of estimates of future consumption by the main industries 
concerned. ‘The table incorporating this calculation is of genera! 
interest. It throws light both on the broad divisions of the marke: 
for steel and on the anticipated trends of development in the great 
consuming industries, and it is reproduced below, although the 
report itself emphasizes the tentative nature of many of the calcu- 
lations. It will be seen that a considerable expansion of most 
industries is forecast, with the notable exception of railways and 
shipping. On this calculation consumption in 1953 was put : 
574 million tons. 


Table 3 
ESTIMATED ACTUAL STEEL CONSUMPTION IN EUROPE IN 
1948 AND 1953 CLASSIFIED BY CONSUMER GROUPS 
(in thousand metric tons crude steel equivalent) 
Percentag 
1948 increase fri 


Coal-mining industry 
Electric power 
Gas industry 
Transport 
(a) Rail 
(6) Lorries 
(c) Passenger cars 
(d) Inland water 
(e) Shipping 
Steel Industry 
Chemical industry 
Agriculture 
Building 
Domestic (furniture, hardware, 
tainers, etc.) 
Chains, nuts, bolts, screws, miscel- 
laneous forgings, wire, etc. 
Mechanical and electrical engineering 
(not included elsewhere) and mis- 


cellaneous hae ae 16,500 


Total (actual consumption) 75 7,250 
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The fourth and final method of calculating European steel con- 
sumption was to add together each country’s forecast of its own 
internal requirements. On this calculation the total again came 
to 60 million tons. 

It will be seen that the results of these four estimates amount to 
60 million tons, 594 million tons, 574 million tons and 60 million 
tons respectively. Making allowance for possible over-optimism on 
the part of the authors of the various national plans concerning the 
ossible rate of investment and development of international trade, 

e authors of the report themselves assess the European demand 
for steel in 1953 at 58 million tons, compared with 474 million tons 

1935-1939 and 434 million tons in 1948—when, of course, 
yerman consumption in particular was abnormally low. 


PLANNED EXPANSION OF EUROPEAN PRODUCTION 
[his figure of 58 million tons, of course, completely dwarfs the 
gure of 4 million tons for European exports. Nevertheless, it is 
export figure which is the crux of the European steel problem. 
re is only a very small gap between the report’s estimate of 
European consumption—s58 million tons—and the esti- 
s by the individual countries of their own consumption 
llion tons. When calculating exports outside Europe, on the 
r hand, the report estimates a total of 4 million tons, whereas 
ggregate of the individual countries’ estimates of their own 
ts amounts to 10 million. 
forecast by the report of an overall surplus of 8 million 
a production of 70 million tons against a consumption, 
ling exports, of 62 million tons—makes it a matter of some 
t to examine exactly where the main increases in production 
heduled to take place. The report makes it clear that the 
striking increases are planned in the Eastern European 
tries (particularly Yugoslavia and Hungary). On the other 
these Eastern European countries are expected to absorb any 
ion in production which they can achieve through a rise in 
wn consumption, which is very low by Western European 
is. The real source of the surplus is the expansion planned 
smaller Western European countries and France. 
prospects of such expansion are of course not altogether 
n, since they will depend on other economic and political 
pments which are hard at present to assess, and which 
modify existing projects. 
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Table 4 ect 
CrupE STEEL PRODUCTION ATTAINED AND PLANNED IN EUROPE ext 
(in thousand metric tons) . 
Late 1948 Increase (3) to (4) = 
Country 1937 or 1953 lar 
early 1949 tonnage ( sol 
(1) (2) (3) (4) (5) the 
Austria es he is 657 800 goo 100 dey 
Netherlands a a 39 445 820 375 
Denmark * - 81 160 79 = 
Greece a 32 120 88 37 of | 
Italy and Trieste 2,260 3,130 870 3% wh 
Norway . of 70 150 80 4 pre 
Sweden ix ” 1,404 2,050 646 anc 
Switzerland 7 ea — 120 130 10 tior 
Turkey ea ‘2 - 118 220 102 ) 
. ae ore 
Total .. 6 3h 5,330 7,680 2,350 , dor 
France and Saar .. 10,232 11,080 14,800 3,720 34 anc 
Belgium, Luxembourg .. 6,373 7,410 7,850 440 of sur 
United Kingdom »o? 23,0902 16,200 17,400 1,200 
West Germany .. oe BGs 9,450 11,100 1,650 
Western Europe « 46,372 58,830 9,360 
Eastern Europe and Spain 6,966 11,460 3,730 
Grand Total .. 56,338 57,200 70,290 13,090 
Meanwhile, strong criticism is directed against the plans of som« 
smaller countries. The report points out that economic production 
of the full range of steel products, to the extent envisaged, calls for 
a market of some 24 million tons, whereas in many of these States 
the market cannot be expected to exceed half a million tons 
This fact alone means that uneconomic production is liable t 
develop, and this tendency will be aggravated if and when the 
surplus arises, since it is difficult to believe that in such circum- 
stances each country would not take steps to protect its domest’ : 
production, even at the expense of excluding lower cost steel fron 
better-placed producing areas. E 
It is suggested that these questionable developments are largel\ ina 
due to two false lines of reasoning. In the first place, during the J °' f 
period of post-war scarcity, it was widely thought that the problem \ 
was a shortage of capacity, whereas in fact, the real shortage was On é 
one of raw materials. In the second place, it is generally thought j% °°" 


that the development of a domestic steel industry is a step towards gm *P“ 
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conomic independence. In fact, however, it simply means 
exchanging one form of dependence for another, since the poten- 
tial sources of essential raw materials for steel-making, particu- 
rly coal and iron ore, are even more limited than the potential 
sources of steel products. The following table brings out forcibly 
the fact that every steel-making country in Europe is largely 
lependent on outside sources of supply, either for iron ore or for 
al. This table throws particular light on the interdependence 
f the iron and steel industries of the various European countries, 
which is one of the important considerations behind the French 
proposals for an international authority to control European steel 
ind coal. At the same time it should be pointed out that the posi- 
tion is not entirely one of interdependence, since some of the iron 
re comes from outside Europe. In particular, the United King- 
iom draws much of her imported ore from French North Africa 
and Sierra Leone, although, of course, Sweden is the main 
supplier. 
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Table 5 
DEPENDENCE ON IMPORTED RAW MATERIALS 
Tron Ore* Scrap Coalt 
pti 
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United Kingdom 45 10 


’ 


France oe ; — — 


i~ 
' 


ie tS eee Serer ses 


oaar ws : — 
Germany és ; 45 — 
Belgium 


, 20 
Luxembourg e eo 5° 


Czechoslovakia is 30 
Italy ' ‘ 35 
Poland “% 35 

len ‘ 20 
Hungary , 20 
\ustria F - 30 


Netherlands .. ‘ — 


on iron content. 
ng coal equivalent of imported coke. 
ing concluded its ‘experiment in medium-term market 
s’, the report propounds certain recommendations which are 
rticular interest in the light of the French proposals. 
it advocates co-operation for the stimulation of consumption 
European basis by means of co-operation between producers, 
mers, and Governments, particularly in order to devise 
| measures to counteract depressions. It is emphasized that 
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in spite of the limited overseas market available for European steel, 
steel can and must assist greatly in enabling Europe to achieve a 
balance of payments with the outside world by making possible, 
through the provision of high quality steel at low cost, a great 
expansion of European exports of engineering products. 

(2) It is suggested that there should be co-ordination in invest- 
ment programmes. Advice should be sought from a team of tech- 
nical experts who should be asked to inspect the various projects 
on the spot. Small countries should be encouraged to specialize in 
particular steel products. 

(3) The various countries should co-operate to develop adequate 
supplies of raw materials at economic prices. This proposal covers 
not only, for example, the development of overseas ore resources, 
but also the conservation of European coking coal resources and 
collective measures to avoid violent fluctuations in scrap prices. 

(4) There should be an international exchange of views on 
technical questions and particularly a pooling of experience on 
measures for the improvement of productivity. 

(5) Arrangements should be made for the pooling and study of 
information bearing on all the above questions. 

Some progress has been made along all these lines in the years 
since the war, stimulated by the Steel Committees established by 
the O.E.E.C. and the E.C.E., and the report is essentially a plea 
for the acceleration and fuller support of such action. Since the 
report was published, the French Government has, of course, 
suggested considerably more drastic and spectacular steps. These 
French proposals make it all the more desirable for attention to be 
given to the findings and recommendations of the E.C.E. 
Secretariat. 
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